ARI4 


Ca 


PAPER PRODUCTS LIMITED 


APR 1 1959 


Annual Report 


FOR THE YEAR ENDING DECEMBER 31, 1958 


eb ot 


HENDERSHOT PAPER PRODUCTS LIMITE 


Head Office: Burlington, Ontario 


Board of Directors 
W.H. Butler Seas 

~ J.C. Colclough 
Argue Martin, Q.c. 
Daniel Robertson 
W. P. Walker, 0.8.£. 


~*~ 


Officers 
CHAIRMAN OF THE BOARD 
Argue Martin, Q.c. 


PRESIDENT AND GENERAL MANAGER 
J.C. Colclough : 


VICE-PRESIDENTS ERO, 
W.P. Walker, 0.3.5. . Ais: se 
Daniel Robertson ena 
A. A. Macdonald Y 


SECRETARY-TREASURER ce 
D.H. McKeown 


Stock Transfer Agent and Registrar 
Guaranty Trust Company of Canada, Toronto 


we 
Solicitors 
Martin & Martin, Hamilton 
Auditors 
Clarkson, Gordon & Co., Toronto | 


HENDERSHOT PAPER PRODUCTS LIMITED 


Directors’ Report to the Shareholders 


Your Directors submit for your approval the Annual Report 
of your company with related statements for the year ending 
December 31, 1958. 


Earnings 

Earnings before depreciation and bond interest were at the 
unusually low figure of $29,000 in 1958. This compares with 
$208,000 in the prior year. After depreciation of $117,000 and 
bond interest and amortization expense of $83,000, there was a 
loss from operations of $171,000, which was reduced to 
$104,000 by application of profit realized on disposal of fixed 
assets. No income tax has been provided. 

The chief reasons for the considerably lower net operating 
results are: 

The highly competitive conditions prevailing in the ind 

ue Siar pase of sales but also ao 

further narrowing of profit margins as increased costs were 
not offset by price adjustments. 

The increased financial and operating costs of our new and 

enlarged facilities at Burlington. 

The interruption to services caused by the move and the 

initial start-up expenses at the new plant. 

The non-recurring expense of moving into the new premises. 

The continuing cost of maintaining unsold property then 

vacated. 

Moving from the Hamilton premises commenced at the turn 
of the year and by early spring this was essentially completed. 
During this period partial operations were carried out in each 
set of premises with consequent excess labour and material 
usage, including some due to processing raw materials pur- 


_ chased prior to the start-up of the new large-capacity corru- 


gator. As the year progressed, efficiency improved and, coupled 
with a strengthening economy, sales showed modest growth. 
The fourth quarter billings exceeded by 13% those of the 
comparable quarter in 1957. 


Fixed Assets and Working Capital 


During the year virtually all planned capital expenditures for 
buildings, plant and equipment were completed. Hendershot 
facilities, which are of the finest, are now housed in excellent 
premises, centrally located in the heart of industrial Canada. 
There is no other plant in the country better equipped or 
located to supply the market. 

One of the Hamilton properties was disposed of during 1958 
and it is anticipated that the remaining plant will be sold in the 
near future. All securities of the company which were created 
to finance the e of the new plant have been sold in 
accordance with the terms contemplated. 

After providing for capital outlays made during the period, 
less the amount realized by fixed asset disposals, loss on opera- 
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tions, and disbursements for Sinking Funds and dividends, 
working capital declined from $386,000 to $134,000. 


Dividends 


While the usual preference dividends were paid in 1958, no 
payment of common dividends was made after July 2, 1958 
in view of the decreased earnings experienced last year. 


Industrial Relations 


During the year the non-supervisory workers of the com- 
pany were nas as a local of the International Brotherhood 


of Pulp, Sulphite and Paper Mill Workers and this union was 
certified as their bargaining agent. 
Outlook 


The outlook for the company in both the short and particu- 
larly the long term is considered highly favourable. Our 
productive capacity has been greatly increased and the effi- 
ciency of the plant is good. A development during the year of 
highly favourable significance was the acquisition of an ex- 
clusive Canadian license to use the patents and know-how of 
the “Control-Pak” system. By this system the company is able 
to produce a type of container which is essentially water- 
impervious and of substantially increased strength. Many uses 
for this container are apparent and interest has been widespread 
in the produce, dairy, fish and meat-packing industries. Al- 
though commercial production has only recently commenced 
your directors are already most enthusiastic as to the variety of 
applications and volume of business which await Control-Pak 
products. 

Your company’s operations are now based in completely 
modern facilities which are strategically located and are capable 
of a large expansion of output. Hendershot is proud of its 
reputation for service and for the quality of its products. These 
factors together with the opportunities open to us for the 
manufacture of Control-Pak containers, indicate that we should 
all view the future with considerable optimism. 


Directors and Officers 


At the Annual Meeting a year ago Mr. W. H. Butler and 
Mr. W. P. Walker, O.B.E., both businessmen of considerable 
experience, were elected to the Board of Directors. Early this 
year, Mr. A. A. Macdonald, who has had wide business 

erience throughout Canada, particularly in the marketing 
field, joined the company as Assistant General Manager. These 
additions, we feel, increase materially the management strength 
of your company. 

Appreciation is expressed to all our employees who have 


again performed their duties with outstanding enthusiasm 
and competency. 

~ On behalf of the Board of Directors: 

J. C. COLCLOUGH 

President 


2 ASSETS 
Current: ae 
Cash on hand . ee ee eG 
Accounts Heceaible ins allowance for doubtful accounts eee eee: 


Inventories valued at the lower of cost or market Herat ye ee 
Prepaid expenses Meee era tes A eM Sek ES 


Total current assetsc 0. 6 ee 


Le 


Fixed: 


Land, buildings and equipment—at cost xh Bee ce ee at? $2,769,004.01 : 
~ Less accumulated depreciation ... Pie gic Res Ree ena | 436,065.15 a 2: 


Other: ey ate Pe ee 
Discount on funded debt, less amount written of BRS aoe anette ae eR foo oro ole 
Patents, trade names ne contracts. .... BGO ae aay tye ane GAS OOO. COR 


% 


Approved on . behalf of a. Board: 
ARGUE MARTIN, ‘Director 
J. C. COLCLOUGH, Director | 
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PRODUCTS LIMITED 


laws of Ontario) 
Sheet 
R 31, 1958 
, LIABILITIES 

by Current: . 
a PPore re DameetstcceNied) ai 1, foe ek Da RS a eae gh Peat as. § 238 076.84 

prem@nuis jayanie ana scctucd. charges. 6) el ee Gh ts Pe a at 241,588.78 

Moses pavaple (4,03 Lacs AIR ONES OOSS Ve yh ng anam tte oak an ie ARNE ahd errr Gen Gk ea 9,455.10 
: Pipe ent Davanle on prclereiice sares 2 Ai a ee ek es 10,500.00 
2 Sime dmc instalments. due within one year. sc oe 16,000.00 
NN eee Ae SE 
& otal current Habiities 70> as och eae $ $15,614.72 

Funded Debt: 
61/,% First (closed) mortgage sinking fund bonds maturing September 1, 
1077 7- 

fe Authorized and originally issued $1,000,000 
& UNAINe renee, ere esa 5 ec are $ 990,000.00 

6°/,% General mortgage sinking fund bonds, Series A, maturing September 

I, 1982— | : 
Authorized $600,000, of which originally issued $500,000 
Ghuistaligines ee ner eG tient ep wkrce a et eS 495,000.00 


$1,485,000.00 
Less sinking fund instalments due within one year included under current 
Jie ev ea reccarge Ree avs Ate BLT Se es MURA ASU OS EAGLATG 2 ves NSS 16,000.00 1,469,000.00 


Shareholders’ Equity: 


Capital (Note 2)— 

6% Cumulative redeemable preference shares of $100 par value each— 

Authorized—10,000 shares 

Issued. and outstanding——7,000 shares... 2. eel ea eo $ 700,000.00 
Common shares without any nominal or par value— 

Authorized—240,000 shares . 

Issued — 155,705 shares (including 310 shares issued during year for cash of 

ey ORS) EE 6 eS RON CR DAM SG War ane ni ee err Ga Aan 244,065.00 


$ 944,065.00 
Erie out piste tae gee, MR ea hae soles crag hhh U8 242,259.90 —_1, 186,324.90 
$3,170,939.62 


HENDERSHOT PAPER PRODUCTS LIMIT 


Statement of Profit and Loss 


FOR YEAR ENDED DECEMBER 31, 1958 


Profit from operations before deducting the following charges... . . . . . 


Depreciation (Note 1) 027 5. & 


Interest on funded debt, including amortization of discount . . 


Loss from operations . 


Deduct profit on disposal of fixed assets on 


Loss for year . . . . 


Directors’ fees 65) 224 Ss a ee 


. . . . $416,936.78 


} 


COR steals OPS AO0,06 
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Statement of Earned Surplus 


Balance January 1; 1998.2.) ee 


FOR YEAR ENDED DECEMBER 31, 1958 


Add discount on funded debt charged to earned surplus in 1957 now restored— 


to be amortized to maturity 


Deduct: 


VOSS OL year iia aes 
Dividends declared — 
6% preference shares. . . 
Common shares... . . 


Balance December 31, 1958 


ee est $104,270.20 


31,097.00 73,097.00 


Chaat i ex) Pin Cae eee. Vie cy e ee 


$ 29,620.89 


83,495.02 


200,831.80 
$171,210.91 


66,940.71 


Ae 
$333,627.10 


86,000.00 3 


$419,627. Koy 


177,307.20 


aa 


-HENDERSHOT PAPER PRODUCTS LIMITED 


Notes to Financial Statements 
DECEMBER 31, 1958 


1. Prior to 1958 depreciation was provided in the accounts on the reducing balance basis at the 
maximum rates claimable for tax purposes except that in 1957 no depreciation was provided 
on the new building and equipment located in Burlington (not then in use) but maximum 
depreciation was claimed thereon for tax purposes. As a result of claiming such additional 
depreciation in 1957 income taxes otherwise payable for that year were eliminated and part 
of the income taxes paid in 1956 were recovered resulting in aggregate reductions in income 
taxes (and corresponding increase in 1957 profits) of approximately $77,000. 


In 1958 the method of providing depreciation in the accounts was changed to a straight line 
basis on the new building and equipment located in Burlington and on all new additions 
(designed to amortize such assets over their useful life) but the reducing balance basis is being 
continued on assets previously acquired. However, the company intends to continue claiming 
maximum depreciation for tax purposes and in 1958 this will have the effect of increasing by 
approximately $131,000 the loss available for application against taxable income of sub- 
sequent years. 


2. At December 31, 1958 share warrants were outstanding carrying the right to purchase 64,505 


common shares— 


At $ 5 per share to August 31, 1959 
At $ 7 per share to August 31, 1961 
At $10 per share to August 31, 1962 


Auditors’ Report. 


To the Shareholders of 
HENDERSHOT PAPER PRODUCTS LIMITED: 


We have examined the balance sheet of Hendershot Paper Products Limited as at December 31, 1958 and 
the statements of profit and loss and earned surplus for the year ended on that date. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion the accompanying balance sheet and statements of profit and loss and earned surplus present 
fairly the financial position of the company as at December 31, 1958 and the results of its operations for the 
year ended on that date. 


Hamilton, Canada, CLARKSON, GORDON & CO. 
February 26, 1959 Chartered Accountants 
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